
by SAMUEL PIZER and FREDERICK CUTLER 

Financing and Sales of Foreign AHiliates of U.8. Firms 

X HIS article presents and examines 
the latest annual tabulations of the 
statistics on sources and uses of funds 
of foreign affiliates of U.S. companies 
in the manufacturing, mining, and 
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petroleum industries, and gives data 
on the sales of the manufacturing and 
mining affiliates. These data broaden 
the information on the foreign opera
tions of U.S. industry that appeared 
in the September SURVEY. In that 
article, data on net capital outflows, 
earnings, income and royalty remit
tances, and book values were presented 
on a basis that ties in closely with the 
balance of payments accounts. Data 
given in this article on sources and uses 
of funds have a different focus; the 
overall operations of the foreign affil
iates rather than their relationship 
with their U.S. parent company are 
taken into account. There are also 
certain differences in the accounting 
procedures and the coverages of the 
group of reporting companies. Some 
reconciliations of the two sets of data 
are given in the statistical note on 
page 24. The September article also 
contained a fuU discussion of the plant 
and equipment expenditures of the 
foreign affiliates; some of those data 
are repeated in this article to round 
out the tabulations of sources and 
uses of funds. 

F i n a n c i n g F o r e i g n Aff i l iates 

During 1964, further large gains in 
the scope of operations of foreign affili
ates of U.S. firms were accompanied 
by sizable increases in the amount of 
financing required. Total financing ad
vanced by $1.5 billion to $11.9 biUion. 
Income distributions rose by $0.5 bU
lion to $3.3 billion, so that after dis
tributions of income, affiliates utUized 
$8.6 biUion, nearly $1.0 billion more 
than in 1963 (table 1). 

Less than $100 mUlion of the increase 
came from U.S. sources (including both 
parent companies and other creditors). 
The major increases were in financing 
from external sources abroad ($0.6 

billion) and rising depreciation charges 
($0.3 billion). Retained e a r n i n g s 
changed very little in the aggregate. 

Funds from the United States 

In 1964, about $1.5 billion or only 17 
percent of the funds used by the 
affiliates in the three major industries 
(after income distributions) came from 
the United States, somewhat less than 
the proportion in the preceding few 
years. The proportion for manufactur
ing affiliates was even less—14 percent. 
These figures on U.S. financing are 
lower than the capital outflows shown 
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in the balance of payments accounts. 
The figures in this article do not include 
$350 miUion spent by parent companies 
in 1964 to buy out existing companies 
or minority interests, because the 
amount so spent is not part of the cash 
flow of the foreign affiliates, and they 
do not count retained branch profits 
as part of the U.S. capital flow, as is 
done in compiling the balance of pay
ments accounts. (See table, page 24.) 

U.S. financing of affiliates rose sig
nificantly in 1964 only for manufac
turing and petroleum affiliates in Europe 
and "other" areas, which comprise 
both developed and less developed 

countries in Asia and Africa. In some 
of these industries and areas, larger 
plant and equipment expenditures by 
affiliates appeared to be the principal 
cause for the augmented outflow of 
U.S. funds. However, there were other 
instances, notably manufacturing in 
Canada, where rising plant and equip
ment expenditures by affiliates were 
financed without significantly larger 
capital outflows from the United States. 
The highest ratio of U.S. funds to 
plant and equipment expenditures in 
the 1962-64 period occurred in petro
leum affiliates in the Eastern hemi
sphere. 

Internal financing 

Funds generated by the affiliates 
themselves—retained earnings plus de
preciation charged against income— 
account for more than half of aU the 
financial resources used. In 1964, 
they totaled $4.4 bUlion. The propor
tion provided by these sources, 51 per
cent, was a little lower than in the 
preceding years, even though the abso
lute amount of internal financing con
tinued to grow. 

There has been a tendency over the 
years for internal financing to expand 
roughly in line with plant and equip
ment expenditures—by far the largest 

T a b l e 1 . — S o u r c e s a n d U s e s o f F u n d s o f D i r e c t F o r e i g n I n v e s t m e n t s , b y A r e a a n d S e l e c t e d I n d u s t r y , 1962-64 

(Millions of dollars) 
SOURCES OP FUNDS 

Area nnd industry 

Total sources 

ID62"- 1063 r 

Not Income 

1062 11163 1964 

Funds from United 
States 

1062 1063 1064 

Funds obtained abroad' 

1002 1003 

Depreciation and 
depletion 

1062 1063 1064 

All areas, total 
Mining and smelting. 
Petroleum., 
Manufacturing 

Canada, total 
Mining and smelting. 
Petroleum 
Manufacturing 

Latin Amcrira, totnl'.. 
Mining and smelting. 
Petroleum 
Manufacturing 

Europe, (otal 
Mining and smelting. 
Petroleu.m 
Manufacturing 

Other areas, total 
Mining and smelting. 
Petroleum.. 
Manufacturing 

8,806 
006 

3,765 
4,136 

2,106 
389 
670 

1,147 

1,801 
320 
864 
018 

2,640 
9 

747 
1,784 

2,369 
179 

1,694 
680 

10,397 
876 

4,042 
4,880 

2,338 
347 
743 

1,248 

1,909 
361 
886 
069 

3,300 
12 

1,008 
2,220 

2,850 
162 

1,946 
763 

11,862 
1,044 
4,462 
6,360 

2,657 
490 
018 

1,440 

2,241 
337 
868 

1,046 

3,803 
10 

943 
2,860 

3,251 
108 

2,033 
1,020 

3,877 
404 

1,824 
1,659 

905 
179 
199 
.627 

I.OIG 
246 
607 
203 

G7!) 
6 

74 
800 

1,277 
64 

984 
229 

4,262 
403 

1,963 
1,810 

1,056 
187 
246 
023 

980 
234 
646 
201 

802 
4 

69 
729 

1,425 
68 

1,004 
263 

4,772 
079 

1,080 
2,113 

1,244 
318 
259 
007 

1,123 
278 
650 
280 

881 
3 
8 

870 

1,524 
80 

1,164 
200 

1,021 
OS 

340 
683 

201 
96 
77 
20 

- 2 1 
- 2 8 

- 1 4 7 
164 

557 
3 

266 
290 

2^4 
28 

155 
101 

1,393 
41 

780 
663 

192 
- 2 4 
148 
68 

206 
14 
34 

168 

577 
7 

331 
230 

418 
44 

276 

1,456 
- 4 1 
736 
762 

126 
14 
38 
74 

20 
- 7 2 
- 6 3 
166 

765 
2 

380 
383 

545 
16 

380 
160 

1,546 
107 
600 
033 

320 
16 
84 

221 

225 
31 
44 

160 

608 

198 
410 

393 
61 

180 
162 

2,152 
102 
777 

1,273 

332 
70 

100 
162 

146 
16 

- 4 4 
176 

1,111 
- 1 
431 
681 

563 
18 

200 
265 

2,677 
149 
698 

1,930 

423 
• 61 
119 
263 

490 
33 
32 

426 

1,167 

306 
862 

597 
06 

142 
390 

2,362 
207 

1,096 
1,000 

680 
100 
210 
370 

581 
80 

300 
111 

696 
1 

220 
476 

405 
20 

275 
104 

2,590 
230 

1,123 
1,228 

759 
114 
260 
396 

677 
101 
361 
126 

810 
2 

237 
671 

444 
22 

286 
137 

2,947 
267 

1,130 
1,661 

764 
110 
202 
440 

G08 
98 

330 
180 

990 
6 

260 
735 

585 
38 

357 
190 

USES OF FUNDS 

Area and Industry 

Total uses 

1062 r 1903' 1964 

Property, plant, and 
equipment 

1062 1003 1004 

Inventories 

1002 1063 1064 

Receivables 

1962 1963 1064 

Other assets» 

1002 1063 1064 

Income paid out 

1002 1063 1904 

All areas, total 
Mining and smelting. 
Petroleum , 
Manufacturing , 

Canada, total 
Mining and sneltlng.. 
Petroleum ., 
Manufacturing ., 

Latin America, (otal'... 
Mining and smelting. 
Petroleum 
Manufacturing 

Europe, (otal , 
Mining and smelting. 
Petroleum 
Manufacturing , 

Other areas, total 
Mining and smelting. 
Petroleum 
Manufacturing 

8,806 
006 

3,766 
4,136 

2,106 
380 
670 

1,147 

1,801 
329 
864 
018 

2,540 
9 

747 
1,784 

2,359 
179 

1,694 
686 

10,397 
876 

4,042 
4,880 

2,338 
347 
743 

1,248 

1,909 
304 
886 
060 

3,300 
12 

1,008 
2,220 

2,850 
162 

1,046 
763 

11,852 
1,044 
4,462 
0,366 

2,557 
400 
618 

1,440 

2,241 
337 
858 

1,040 

3,803 
10 

043 
2,860 

3,251 
108 

2,033 
1,020 

4,108 
438 

1,028 
2,042 

1,003 
246 
300 
468 

720 
06 

339 
280 

1,522 

404 
1,024 

863 
04 

406 
274 

4,538 
308 

1,889 
2,261 

1,105 
195 
376 
635 

724 
109 
307 

1,754 
5 

042 
1,107 

955 
89 

666 
301 

5,469 
420 

2,006 
2,083 

1,374 
220 
386 
760 

855 
126 
327 
402 

1,939 
3 

043 
1,203 

1,301 
71 

711 
619 

655 
46 
64 

666 

215 
20 

6 
190 

75 
6 

- 2 5 
96 

252 

* 
40 

203 
113 
20 
26 
08 

744 
- 3 
119 
628 

122 
- 1 2 

24 
110 

135 
6 

15 
116 

342 
- 1 
60 

283 

145 
5 

20 
120 

1,240 
0 

101 
1,133 

230 
- 2 0 

6 
246 

191 
9 

- 1 3 
106 

557 
I 

66 
401 

202 
10 
44 

202 

740 
42 

290 
402 

176 

* 
45 

130 
96 
25 

6 
66 

228 
2 

70 
160 

241 
16 

170 
60 

1,218 
45 

439 
734 

293 
19 
60 

216 

108 
10 
10 
88 

496 
1 

145 
360 

321 
16 

226 
81 

1,096 
72 

233 
. 791 

104 
30 
60 
76 

310 
10 
70 

230 

394 
2 

30 
302 

228 
21 
83 

124 

639 
68 

221 
260 

208 
20 
72 

110 

180 
34 
00 

1,136 
81 

498 
667 

407 
60 

107 
180 

92 
16 

1 
76 

307 

* 
166 
162 
339 

6 
176 
160 

738 
162 
79 

607 

189 
96 
20 
73 

160 
22 
14 

124 

400 

* 
160 
250 

—11 
34 

- 1 0 6 
60 

2,704 
323 

1,660 
876 

505 
08 

148 
269 

730 
170 
476 
85 

458 
5 

68 
385 

1,071 
60 

876 
146 

2,761 
364 

1,697 
710 

411 
86 

118 
208 

850 
224 
663 

73 

401 
7 

66 
328 

1,099 
38 

900 
101 

3,309 
304 

1,973 
942 

600 
164 
158 
278 

725 
170 
460 

95 

513 
4 

66 
454 

1,471 
60 

1,300 
116 

* Less than $500,000. ' revised. 
> Includes miscellaneous sources. 

' Includes "other Western Hemisphere." 
3 Includes miscellaneous uses. 



16 SURVEY OF CURRENT BUSINESS November 1965 

use of funds. However, the tie-in is 
flexible in the short run and changes 
quickly as circumstances change. In 
1963, for instance, internal flows of 
funds, especially retained earnings of 
foreign manufacturing affiliates, rose 
much more rapidly than plant and 
equipment expenditures in the same 
year. In 1964, however, the increase 
in internal financing fell far short of the 
stepup in plant and equipment expendi
tures for manufacturing affiliates, os the 
result of an extraordinary rise in the 
rate of fixed investment relative to 
internal financing. For petroleum affili
ates in 1964 there was o falling off in 
internal financing caused by declining 

i l CHART 1 

Total Sales by Foreign Manufacturing 
Affiliates Compared With U.S. Exports, 
by Major Manufacturing Industries 

Billion $ 
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earnings, whUe fixed investment con
tinued to increase gradually. Manu
facturing companies apparently closed 
the gap largely by drawing funds from 
the United States; petroleum com
panies cut back sharply on the expan
sion of current and other nssets lield by 
foreign affiliates. 

External foreign financing 

The third major stream of funds 
available to foreign affiliates is borrow
ing or equity financing in foreign 
markets. Such external financing 
abroad has been steadily growing in 
importance, and it provided $2.7 bUlion 
or 32 percent of total financing (after 
income distributions) in 1964. Some 
detaU of this financing is given in table 2. 

An outstanding feature of the 1964 
financing was the intensified use of 
various types of foreign external funds 
by manufacturing affiliates, especially 
in Latin America and Europe. Changes 
in the amounts of external foreign 
financing seem to correspond fairly 
closely with changes in the accumula
tion of inventories and accounts re
ceivable of the foreign affiliates, and 
probably reflect a general practice ot 
matching current assets and liabilities 
within the same country, and in the 
same currency, as far as possible. 
Thus, the very large increase in external 
financing by Latin American manu
facturing affiliates in 1964 took place 
in those affiliates where there were 
corresponding advances in the rate of 
increase in inventories and accounts 
receivable. A similar development is 
apparent for manufacturing affiliates 
in Europe and "other" areas. 

An important part of the current 
voluntary program designed to increase 
the contribution of industrial companies 
to the balance of payments is the effort 
to use more foreign funds in the financ
ing of foreign affiliates. I t is clear 
from table 2 that the companies were 
making intensive use of such financing 
prior to the program, which was an
nounced in February. However, the 
avaUable data do not show long-term 
debt financing abroad separately from 
the short-term financing received from 
suppliers or in the form of accrued tax 
and other current liabUities. For this 
reason, it wiU not be possible to measure 

the increase in long-term debt financing 
abroad, which is receiving the greatest 
emphasis under the voluntary program. 

The total amount of financing re
quired in 1965 for affiliates in the three 
industries covered in these tabulations 
is almost certain to be considerably 
higher than the $8.6 billion used last 
year. Projected plant and equipment 
expenditures for 1965 were up by $1.3 
bUlion over 1964; even if the original 
investment plans are substantially al
tered in accordance with the balance of 
payments program, a considerable in
crease is likely to remain. In addition, 
the normal growth in working capital 

CHART 12 
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would perhaps amount to $0.4 biUion. 
On the other hand, the normal growth 
in internaUy generated funds of the 
affiliates would be roughly $0.5 biUion. 
As a crude approximation, this would 
leave perhaps $1.0 biUion or more of 
additional financing in 1965 to be 
derived from external sources, either 
U.S. or foreign. Financing from foreign 
sources has grown very rapidly, rising 
by $0.6 bUlion in 1963 and again in 
1964. An even larger increase wUl be 
necessary in 1965 if foreign sources are 
to supply a greater share of the esti
mated amount of funds required by 
the affiliates and if the rise in U.S.-
source financing is to be minimized. 

Uses of funds 

As noted above, expenditures for 
plant and equipment are the largest 
use of funds by foreign affiliates, ac
counting for 64 percent of total uses in 
1964. Current and prospective devel
opments in these expenditures were 
discussed in the September Survey. 

A rising share of total financing has 
been needed for mounting accumula
tions of inventories and accounts re
ceivable. Inventories of foreign affili
ates grew by $1.4 biUion in 1964, about 
$K bUlion more than in 1963. Nearly 
aU the accumulation was by manu
facturing affiliates, and was spread 
over a broad range of countries and 
commodities. The principal factor in
volved appears to have been the accel
eration of sales by the manufacturing 
affiliates, but in aU areas, the buUdup 
of inventories was considerably more 
than proportional to the increase in 
current sales. 

Foreign affiliates added $1.1 bUlion 
to their accounts receivable in 1964, 
somewhat less, in the aggregate, than 
the rise in 1963. There was consid
erable variation in behavior among the 
different areas and industries. Receiv
ables of manufacturing aflUiates showed 
the largest rise—$0.8 biUion—^which 
included a major increase in Latin 
America. Petroleum affiliates reduced 
the rate of growth of receivables in 
most areas from the comparatively 
high rate of 1963. 

Sales by Foreign P lants 

THE value of sales of foreign manu
facturing affUiates of U.S. companies 
soared to $37.3 bUlion in 1964, a rise of 
17 percent for the year. This was the 
most rapid rate of increase since the 
collection of these data began in 1957. 
It reflects the combined effect of strong 
growth in demand in major markets 
and the acceleration of growth in 
capacity through plant construction 
(and some acquisitions of existing for
eign firms) by U.S. companies. Since 
plant construction has proceeded at 
an even higher rate in 1964 and 1965 
than in prior years, and since most 
major markets continue to show 
strength, a further large gain in sales 
seems likely for 1965. 

Area and industry composition 

Sales of European manufacturing af
filiates, which are considerably larger 
than those of affiliates in any other area, 
registered a major gain of $2.5 biUion in 
1964. As table 4 shows, nearly $1.0 
billion of the increase was in the United 
Kingdom, and over $0.5 billion in 
Germany. Among the industry groups 

in Europe, particularly large gains in 
sales were reported for machinery and 
transportation equipment. 

Canadian affiliates also had record 
sales gains in 1964, consistent with gen
erally rising industrial production in 
Canada. Sales gains in other de
veloped countries, notably in Australia, 
were also well above trends since 1957. 
This pattern also carried through to 
many of the developing countries, such 
as Argentina and Mexico, but sales de
clined in Brazil and grew relatively 
slowly in a number of other countries. 

Nearly all the manufacturing indus
tries shown in table 3 reported record 
increases in sales in 1964. As the plant 
expansions of 1964 and 1965 come into 
production, in an environment of gen
erally rising demand, sales of the for
eign plants are likely to continue their 
rapid rise. 

Since 1957, aggregate sales of the 
affiliates have more than doubled—from 
$18.3 biUion to $37.3 biUion in 1964. 
Sales in some manufacturing indus
tries—chemicals, nonelectrical machin
ery, and transportation equipment— 
have expanded even more rapidly dur
ing this period, and it is significant that 

Table 2 .^Financ ing of Affiliates from External Sources Abroad, Area and Type of 
Financing by Industry, 1962-64 

(Millions ot dollars) 

AU Industries, total 

Area and typo of financing 

All areas, total 
Borrowing from financial Institutions 
Ftuids from foreign allillates 
Otliof Increases In foreign liabilities 
Issues of equity securities 
Other foreign sources 

Canada, total - -
Borrowing from financial institutions 
Funds from foreign alllllates.. 
Othor increases in foreign liabilities 
Issues of otiuity securities 
Otlier foreign sources 

Latin America, total ' 
Borrowing from financial Institutions 
Funds from foreign alllllates 
Other increases in foreign liabilities 
Issues of erjUity securities 
Other foreign sources 

Europe, total 
Borrowing from financial institutions 
Funds from loreign aillliates 
Otl cr increases in foreign liabilities 
Issues of equity securities 
Othor foreign sources 

Other areas, total , 
Borrowing from financial institutions 
Funds from foreign alllllates , 
Other Increases in foreign liabllitics 
Issues of equity securities 
Other foreign sources , 

• Less than $500,000. 
' Includes "other Western Hemisphere.' 

1002 I0C3 1004 

,540 
310 
21 
701 
304 
141 

320 
00 

- 3 0 
05 
135 
00 

22S 
20 
18 
95 
80 
3 

608 
133 
42 

201) 
101 
33 

07 

* 
212 
48 
30 

2,162 
404 
18 

1,300 
334 
00 

332 
40 

-18 
235 
05 
10 

146 
20 

-75 
120 
40 
20 

I, UI 
174 
100 
072 
140 
25 

S63 
170 
11 

207 
80 
35 

2,677 
503 
163 

1,309 
418 
114 

423 
01 

-14 
235 
71 
70 

490 
102 
4 

300 
74 
10 

1,167 
250 
105 
521 
170 
52 

597 
171 
- 2 
343 
103 

-18 

Mining and 
smelting 

1002 1003 1064 

107 
12 
18 
4 

05 

- 5 
- 3 5 

66 

1 
.... 

102 
12 
18 
02 
10 

76 
5 

-10 

15 
3 
2 

- 5 
5 

10 

- 1 
- 1 

18 
10 
10 

- 8 

149 
- 4 
- 9 
136 
18 
8 

- 1 
28 
3 
3 

65 
- 3 

00 

Petroleum 

1002 

SOO 
144 

14 
218 

51 
70 

84 
60 

- 5 
- 1 0 

25 
24 

44 
12 
5 

18 
I 
8 

198 
27 
24 

120 
5 

22 

180 
65 

- 1 0 
00 
20 
25 

1003 

777 
212 

- 0 0 
389 
140 
117 

100 
50 

- 3 0 
35 
35 
10 

- 4 4 
2 

- 8 0 
- 0 
- 1 
41 

431 
60 
60 

220 
05 
30 

290 
100 

-30 
140 
60 
30 

598 
ISO 
78 

180 
131 
59 

119 
10 
8 

28 
50 
17 

32 
2 

30 
- 2 3 

1 
22 

305 
65 
75 
75 
00 
40 

142 
77 

-36 
100 
20 

-20 

Manufacturing 

933 
103 

-11 
470 
248 
64 

221 
10 

-29 
140 
55 
45 

150 
10 

- 5 
72 
72 

- 5 

410 
105 
18 

180 
90 
11 

152 
32 
5 

87 
25 
3 

1003 

1,273 
180 
90 

849 
176 

-21 

162 
-10 

12 
125 
26 
10 

175 
15 
3 

137 
45 

-26 

681 
115 
60 

452 
75 

-11 

255 
60 
26 

136 
30 

6 

1,930 
447 
84 

1,083 
209 
47 

253 
45 

-14 
160 
14 
48 

420 
105 

-25 
206 
70 

-16 

862 
205 
90 

445 
110 
12 

390 
97 
33 

183 
75 
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Table 3.—Sales by Direct Foreign Investments , Principal Commodit ies by Area, 1957, 
1959, and 1961-64 

(Millions of dollars) 

Areas and year 

All areas, lotal: 
1067 
1050' 
1901' 
1002' 
1003' 
1004 

Canada: 
1957 
1060 
1001 
1902 
1903 
1004 

Latin America; i 
1967 
1969 
1901 
1902 
1903 
1904 

Europe: 
1067 
1959 
1001 
1002 
1903 
1004 

Other Areas: 
1967 
1969 
1901 
1002 
1003 
1004 

Manufac. 
turlng 
total 

18,331 
20,034 
25, 111 
27,023 
31,700 
37,270 

7,897 
8,204 
8,420 
9,190 

10,103 
11,450 

2,436 
2,830 
3,047 
4,007 
4,390 
6,100 

0,313 
7,000 
10, 780 
12,020 
14,016 
10,600 

1,085 
1,910 
2,255 
2,040 
3,195 
4,220 

Food 
prod
ucts 

Paper 
and allied 
products 

2,467 
2,810 
3,245 
3,410 
3,712 
3,980 

928 
1,000 
1,095 
1,135 
1,182 
1,280 

008 
740 
780 
850 
9D0 
960 

734 
700 

1,110 
1,185 
1,205 
1,460 

188 
260 
200 
240 
275 
300 

881 
940 

1,000 
1,180 
1,209 
1,510 

700 
800 
870 
045 

1,000 
1,145 

65 
00 
86 

100 
130 
146 

34 
60 
70 
80 
96 

130 

23 
30 
35 
66 
05 
90 

Chem
icals 

2,411 
2,950 
3,800 
4,400 
5,152 
6,045 

897 
1,050 
1,315 
1,206 
1,427 
1,686 

490 
590 
000 
880 

1,060 
1,260 

822 
1,050 
1,510 
1,700 
2,005 
2,260 

193 
240 
376 
405 
000 
860 

Rubber 
products 

908 
1,040 
1,105 
1,332 
1,360 
1,005 

272 
200 
285 
340 
355 
400 

239 
200 
300 
302 
310 
366 

262 
200 
400 
400 
430 
640 

106 
200 
210 
230 
205 
310 

Primary 
and tal)-
ricated 
metals 

1,648 
1,600 
1,875 
2,053 
2,373 
2,840 

027 
050 
940 

1,090 
1,198 
1,330 

111 
100 
160 
103 
105 
270 

435 
470 
600 
715 
840 

1,0,30 

76 
70 
85 
86 

140 
210 

Machin
ery, ex
cluding 

electrical 

1,003 
2,200 
2,897 
3,369 
3,727 
4,050 

005 
700 
700 
810 
010 

1,030 

00 
80 
122 
144 
100 
230 

1,000 
1,210 
1,766 
2,000 
2,205 
2,890 

133 
160 
200 
316 
380 
500 

Electrical 
machin

ery 

2,047 
1,864 
2,234 
2,571 
2,801 
3,340 

1,080 
704 
764 
861 
801 

1,000 

100 
100 

. 300 
300 
280 
380 

078 
770 

l.O.'iO 
1,220 
1,480 
1,700 

00 
110 
120 
140 
160 
200 

Transpor
tation 
equip
ment 

4,228 
5,140 
0,000 
0,080 
8,070 
9,480 

1,488 
1,000 
1,460 
1,730 
2,110 
2,420 

376 
470 
770 
700 
700 
900 

1,700 
. 2,360 
3,070 
3,230 
4,150 
4,700 

665 
720 
710 
880 

1,060 
1,400 

Other 
prod
ucts 

1,889 
2,100 
2,715 
2,938 
3,276 
3,020 

842 
880 
060 

1,000 
1,075 
1,200 

292 
340 
440 
478 
605 
500 

039 
740 

1,125 
1,230 
1,426 
1,810 

no 
140 
200 
230 
270 
360 

' Revised. • Includes "other Western Hemisphere.' 

these are the industries for which the 
largest increases in investment are 
projected. 

There are a number of instances of 
spectacular growth in sales since 1957— 
machinery and transportation equip
ment in Europe, chemicals in "other" 
areas (largely in developed countries), 
primary and fabricated metals in 
Europe and in "other" areas (see 
table 3). Growth has generally been 
slower in Canada, mainly because by 
1957 there was already a much larger 
production base in that country than 
in other areas. 

Destination of sales 

Over 80 percent of the sales of foreign 
manufacturing affiliates are customarUy 
made within the countries in which the 
plants are located. In 1964, as table 5 
shows, $1.6 bUlion out of total sales of 
$37.3 biUion were exported to the 
United States. The largest part of 
this, $1.2 biUion, came from Canada 
and consisted primarily of products of 
natural resource industries. Imports 
from Europe have been rising gradually 
but amounted to only $0.2 bUlion in 
1964, and imports from Latin America, 

consisting largely of food products, 
were $145 mUlion. 

A considerable part of the output of 
the affiUates, $5.0 biUion in 1964, 
enters international trade among foreign 
countries. Last year, about $3.6 biUion 
of these export sales originated in 
European plants and represented sales 
among European countries as well as 
sales to other foreign areas. The 
transportation equipment, chemicals, 
and nonelectrical machinery industries 
in Europe exported relatively high 
proportions of their total sales. 

The main exports of the Canadian 
affiliates are primary and fabricated 
metals and wood and paper products, 
while for Latin America the principal 
export products are foods and 
chemicals. 

Comparison with U.S, exports 

Table 6 compares the recent move
ment in exports of a large cross-section 
of U.S. manufactures mth sales of 
simUar products by foreign affiliates. 
The growth of these selected exports in 
1964 (17 percent) was nearly as rapid 
as the expansion of foreign sales (18 
percent). The more usual pattern has 

been a much faster growth in sales by 
the foreign affiliates. Last year, ex
ports from the United States were 
supported by relatively high growth 
rates and pressures on capacity in most 
developed countries that are important 
markets for U.S. goods. However, it 
seems likely that in the current year, 
export sales, though rising, wUl lag 
behind the gains in sales by foreign 
plants. Exports generaUy are not ben
efiting from quite as rapid a growth in 
foreign demand, and foreign affiliates 
are greatly increasing their capacity to 
supply these markets. 

U.S. exports of these selected manu
factures to Canada and Europe were 
especiaUy strong in 1964, outstripping 
the rate of increase in sales of Canadian 
and European affiliates. The magni
tudes of exports and local manufactures 
are quite different, however, so that 
the absolute increases in local sales in 
these countries were much larger than 
the increase in U.S. exports to them. 
In Europe, for instance, local sales of 
nonelectrical machinery rose by $625 
miUion in 1964; U.S. exports rose 
somewhat faster relatively, but the 
increase was only $170 million. 

Chart 11 compares export sales with 
sales of foreign affiliates since 1957 for 
various groups of manufactures. The 
relatively sharp upward turn in exports 
of most commodities in 1964 stands 

Table 4.—Sales by Direct Foreign M a n u 
facturing Affiliates, 1957,1959, and 1961-64 

(Millions of dollars) 

.\rea and country 

All areas, total 

Canada.. 

Latin America, to
tal i 

Argentina. 
Hrazii -
Mexico 
Vnnezuola.. 
Other countries... 

Europe, total 
Belgium, Nether

lands and Lux
embourg 

Franco 
Germany 
Italy 
United Kingdom. 
Other countries..-

Other areas, total., 
Australia 
Japan 
Philippine Re

public 
Republic of South 

Africa 
Other countries... 

1957 

18,331 

7,897 

2,435 
385 
059 
043 
208 
480 

6,313 

410 
703 

1,110 
230 

3,303 
485 

1,685 
787 
217 

300 
203 

1959' 

20,634 

8,204 

2,830 
420 
764 
751 
364 
526 

7,6 

401 
780 

1,672 
244 

4,050 
674 

1,910 
933 
240 

141 

292 
304 

1901' 1062' 1903' 

25,111 

8,429 

3,647 
872 
960 
860 
376 
000 

10,780 

700 
1,265 
2,206 
626 

5,070 
006 

2,255 
1,000 
380 

160 

336 
320 

27,923 

9,196 

4,067 
837 

1,106 
1,035 
380 
650 

12,020 

860 
1,670 
2,000 
076 

6,205 
1,000 

2,640 
1,360 
430 

380 
326 

31,769 

10,163 

4,396 
871 

1,225 
1,175 
460 
676 

14,015 

1,920 
3,120 
880 

6,060 
1,155 

3,195 
1,036 
615 

170 

400 
416 

1904 

37,270 

11,460 

6,100 
1,100 
1,180 
1,500 
610 
750 

16,600 

1,290 
2,180 
3,660 
1,140 
0,910 
1,320 

4,220 
2,100 

710 

210 

640 
600 

• Revised. • Includes "othor Western Hemisphere." 
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out, as weU as the more rapid growth 
in the aggregate in foreign sales over a 
longer period. Nonelectrical machinery 
is the only industry for which exports 
were stiU slightly larger than sales of 
foreign affiliates, but this results pri-
marUy from large exports to less 
developed countries. 

Sales of mining affiliates 
Last year, the demand for metals and 

minerals rose strongly, and sales of the 
foreign mining affiliates of U.S. com
panies expanded accordingly. The rise 
for the year was nearly $0.6 bUlion, or 
23 percent. Most of the gains were in 
Canada and Latin America, where the 
bulk of the U.S. investment in this 
industry has been concentrated; there 
were smaUer gains in Africa and Asia. 

Part of the increased sales was used 
in the countries where production took 
place, but most of the sales rise went to 
the United States and to other indus
trialized countries. I t may be noted 
that most of the export sales of Ca
nadian affiliates have been to the 
United States, but mining affiliates in 
other areas customarUy seU a larger 
part of their output to industrialized 
countries other than the United States. 
Demand for metals and minerals in 
most developed countries is rising this 
year, and prices are increasing, so that 
sales of these affiliates wUl probably 
show another major gain in 1965. 

Statistical Note 
A brief description of sources and 

methods used in compUing these sta
tistics is given in the Survey of Current 
Bu,siness for October 1964, pages 10 
and 11. The foUowing tables give the 

{Continued on page S4) 

Exploration and Development Expenditures of Petroleum 
and Mining Afllllates Charged Against Income, by Area, 
1962-64 

(Millions of dollars) 

Table 5.—Sales of Foreign Manufacturing Affiliates; Area and Commodity by Des t ina t ion , 
1962-64 

(Millions of dollars) 

Industry 
and year 

Total: 
1902 
1903 
1964 

Petro
leum: 

1902 
1903 
1004 

Mining: 
1962 
1963 
1064 

All 
areas, 
total 

411 
450 
602 

371 
424 
407 

40 
32 
35 

Canada 

157. 
145 
101 

127 
123 
130 

30 
22 
25 

Latin 
America 

93 
100 
70 

87 
94 
73 

6 
0 
6 

Europe 

20 
29 
48 

20 
28 
47 

(•) 1 
1 

Other 
areas 

141 
182 
214 

137 
179 
211 

4 
3 
3 

Area and commodity 

Ail areas, total 
Food products 
Paper and allied products 
Chemicals 
Rubber products 
Primary and fabricated metals. 
Machinery, excluding electrical 
Electrical machinery 
Transportation equipment 
Other products 

Canada, total 
Food products 
Popor and allied products 
Chemicals 
Rubber products 
Primary and fabricated metals. 
Mochinery, excluding electrical 
Electrical machinery , 
Transportation equipment 
Othor products 

Latin America, total' 
Food products 
Paper nnd alUed products 
Chemicals , 
Rubber products , 
Primary and fabilcated metals.. 
Machinery, excluding electtical. 
Electrical machinery 
Tronsportatlon equipment 
Other products 

Europe, total 
Food products 
Paper and allied products 
Chemicals 
Rubber products 
Primary and fabricated metals. 
Machinery, excluding electrical. 
Electrical machinery 
Transportation equipment 
Other products 

Other areas, total 
Food products 
Paper and allied products 
Chemicals , 
Rubber products 
Primary ond fabricated metals. 
Machinery, excluding electrical. 
Electrical machinery 
Transportation equipment 
Other products , 

Total sales 

1002' 1903' 1004 

27,923 
3,410 
1,180 
4,400 
1,332 
2,053 
3,369 
2,571 
0,080 
2,938 

9,196 
1,136 

946 
1,295 

340 
1,000 

810 
851 

1,730 
1,000 

4,067 
850 
100 
880 
302 
103 
144 
360 
790 
478 

12,020 
1,185 

80 
1,760 

460 
716 

2,000 
1,220 
3,280 
1,230 

2,640 
240 
65 

466 
230 
85 

315 
140 
880 
230 

31,769 
3,712 
1,290 
6,162 
1,300 
2,373 
3,727 
2,801 
8,070 
3,276 

10,163 
1,182 
1,009 
1,427 
365 

1,: 
010 
801 

2,110 
1,076 

4,396 
900 
130 

1,060 
310 
195 
100 
280 
760 
605 

14,015 
1,265 

96 
2,065 
430 
840 

2,205 
1,480 
4,160 
1,426 

3,195 
275 
06 

000 
265 
140 
380 
160 

1,060 
270 

37,270 
3,980 
1,610 
5,045 
1,005 
2,840 
4,660 
3,340 
9,480 
3,920 

11,460 
1,280 
1,146 
1,685 

400 
1,330 
1,030 
1,060 
2,420 
1,200 

5,100 
950 
145 

1,260 
365 
270 
230 
380 
960 
600 

16,600 
1,460 

130 
2,260 

540 
1,030 
2,890 
1,700 
4,700 
1,810 

4,220 
300 
90 

860 
310 
210 
600 
200 

1,400 
350 

Local sales 

1902 1903 1004 

23,009 
2,931 

500 
3,809 
1,239 
1,685 
2,058 
2,313 
5,718 
2,280 

7,478 
1,055 

380 
1,150 

330 
747 
697 
821 

1,630 
701 

3,601 
666 
00 

817 
297 
163 
138 
360 
788 
403 

9,374 
1,130 

70 
l,39i 

381 
610 

1,614 
1,010 
2,436 

825 

2,496 
181 
SO 

447 
227 
76 

309 
132 
806 
210 

26,000 
3,122 

674 
4,302 
1,203 
1,789 
2,876 
2,400 
0,833 
2,010 

8,350 
1,105 
404 

1,207 
345 
810 
785 
841 

1,089 
804 

3,9(l2 
032 
120 
080 
310 
174 
152 
270 
768 
600 

10,782 
1,180 

00 
1,000 
345 
680 

1,670 
1,2'13 
3,067 
1,017 

2,966 
206 
60 
639 
203 
126 
308 
142 

1,029 
235 

30,685 
3,306 

700 
5,025 
1,475 
2,150 
3,000 
2,951 
7,965 
3,205 

9,347 
1,160 
465 

1,376 
394 
850 
886 
998 

2,200 
1,040 

4,667 
006 
130 

1,150 
3,13 
200 
216 
306 
064 
636 

12,711 
1,336 

120 
1,700 

424 
840 

2,090 
1,400 
3,427 
1,376 

3,960 
215 
86 

800 
304 
200 
470 
188 

1,374 
315 

Exported to 
United states 

1062 1903 1064 

1,089 
123 
425 
120 
10 

107 
90 
18 
90 

161 

829 
30 

426 
83 

5 
102 
51 
8 

46 
141 

73 
52 

(•) 

I') 
(•) 

135 
6 

(•) 

1,126 
124 
470 
147 

8 
159 
100 
20 
78 

183 

844 
21 

470 
90 
8 

148 
66 
16 

'48 
158 

80 
63 

(•) 
21 

1 
4 
1 

(•) 
(•) 

121 
10 

10 
(•) 

10 
46 
10 
30 
5 

81 
40 

20 

(•) 
(•) 

1,636 
176 
666 
210 

5 
220 
132 
30 

146 
146 

1,227 
30 

600 
120 

4 
210 
70 
23 

100 
110 

148 
105 

6 
25 

1 
1 
3 
6 

208 
16 

(•) 
60 
1 

10 
00 
16 
42 
15 
56 
26 

(•) 

(•) 
(•) 

Exported to 
Other countries 

1002 1903 1904 

3,825 
360 
106 
471 
83 

361 
006 
240 
872 
488 

889 
60 

140 
02 
6 

241 
02 
22 
56 
08 

333 
233 

10 
47 
5 

10 
6 

10 
2 

10 

2,611 
60 
10 

360 
70 

100 
631 
200 
800 
400 

92 
23 
6 
12 
3 
10 
6 
8 
15 
10 

4,643 
406 
156 
013 
89 

426 
740 
279 

1,169 
470 

969 
50 

136 
04 
2 

240 
70 
35 
73 
53 

414 
306 
10 
53 

(') 
20 
10 
9 
2 
6 

3,112 
76 
5 

465 
85 
150 
040 
227 

1,003 
403 

148 
30 
5 
41 
2 
15 
11 
8 
21 
15 

6,049 
600 
166 
710 
125 
470 
849 
350 

1,380 
510 

876 
100 
130 
90 
2 

270 
75 
39 
120 
50 

388 
240 
10 
76 
2 
10 
14 
14 
3 
20 

3,581 
100 
10 

600 
116 
180 
740 
285 

1,231 
420 

204 
60 
6 
46 
0 
10 
20 
12 
20 
20 

r Revised. ' Includes "other Western Hemisphere." 'Less than $500,000. 

Table 6.—Exports from the United States and Sales by Direct Foreign Manufacturing 
Affiliates, of Selected Manufactures , by Area, 1963 and 1964 

(Millions of dollars) 

Commodity 
All areas, total 

1003' 1964 

Selected manuractures: 
Foreign sales 
U.S. exports 

Paper and allied products: 
Foreign sales 
U.S. exports 

Chemicals: 
Foreign sales 
U.S. exports 

Rubber products: 
Foreign sales 
U.S. exports 

Macbioory, excluding electrical 
Foreign sales 
U.S. exports.. 

Electrical machinery: 
Foreign sales 
U.S. exports. 

Transportation equipment: 
Foreign sales 
U.S. exports' 

22,409 
9,449 

1,200 
600 

5,152 
1,970 

1,360 
318 

3,727 
3,992 

2,801 
1,118 

8,070 
1,636 

26,530 
11,024 

1,510 
500 

5,045 
2,345 

1,605 
362 

4,050 
4,704 

3,340 
1,284 

9,480 
1,733 

Canada 

1003 1964 

6,708 
2,111 

1,009 
73 

1,427 
301 

355 
63 

910 
912 

801 
202 

2,110 
.610 

7,640 
2,521 

1,146 
82 

1,685 
334 

400 
00 

1,030 
1,140 

1,000 
291 

2,420 
014 

Latin America > 

1003 1964 

2,706 
2,079 

130 
100 

1,060 
403 

310 
59 

100 
774 

280 
230 

760 
447 

3,320 
2,410 

146 
124 

1,250 
640 

366 

230 

380 
261 

960 
641 

Europe ' 

1003 1904 

10,485 
2,729 

96 
193 

2,006 
000 

430 
116 

2,265 
1,204 

1,480 
361 

4,150 
170 

12,210 
3,177 

130 
231 

2,250 
849 

640 
133 

2,890 
1,372 

1,700 

4,700 
194 

Other Areas 

1903 1904 

2,510 
2,630 

65 
134 

600 
610 

266 
91 

380 
1,102 

150 
275 

1,060 
409 

3,360 
2,916 

169 

860 
610 

310 
100 

600 
1,323 

20O 
334 

1,400 
384 

'Less than $500,000. ' Revised. 1. Includes "other Western Hemisphere.' 2. Excludes civilian alrcralt. 
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F i n a n c i n g and Sales of Foreign Affiliates of U.S . F irms 
{Continued from page 19) 

T a b l e 7 . — S a l e s o f M i n i n g A f f i l i a t e s A b r o a d , b y A r e a a n d D e s t i n a t i o n , 1957, 1963 , a n d 1964 

(Millions of dollars) 

Area 

All areas, total 

Canada 

Latin America, total...'. 
Mexico, Central America, and West 

Indies ' 
South America ^... 
Other Western Hemisphere 

Europe 

Africa -

Asia and Oceania 

Total sales 

1957 1903 1964 

2,032 

740 

020 

223 
680 
111 

70 

238 

06 

2,402 

1,000 

963 

223 
620 
120 

60 

286 

104 

2,963 

1,260 

1,200 

230 
821 
140 

60 

330 

133 

Local sales 

1967 1903 1904 

325 

124 

104 

07 
37 

(*) 
18 

49 
31 

432 

236 

122 

80 
41 
1 

10 

4 

01 

623 

336 

200 

100 
105 

1 

10 

3 

60 

Exported to 
United States 

1067 1963 1964 

898 

400 

403 

112 
228 

03 

4 

77 

14 

962 

465 

462 

123 
227 
102 

2 

37 

0 

1,084 

500 

460 

74 
256 
120 

(•) 
06 

Exported to 
other countries 

1067 1003 1964 

809 

216 

413 

44 
321 

48 

48 

112 

20 

1,008 

300 

380 

20 
362 

17 

38 

244 

37 

1,256 

365 

644 

65 
460 

10 

40 

262 

66 

NOTE.—Detail may not add to totals because of rounding, 
and 1904. 

latest data showing the coverages of 
the samples used and a reconcUiation 
with data coUected for use in the 
balance of payments accounts. 

Table I updates figures on the ex
ploration and development expenditures 
of foreign affiliates charged against 
their income accounts. These figures 
can be used in conjunction with the 
data on plant and equipment ex
penditures given in this article and in 
the SURVEY for September 1965 to 
provide a more complete picture of 
foreign investment activity by U.S. 
firms. 

Sales of Foreign Manufacturing AflUiates, by Area, 1964 

(Millions of dollars) 

Area 
Reported 

data 

29,611 

8,600 
3,870 

13,807 
3,260 

Esti
mated 
total 

37.270 

11,460 
6,100 

16,600 
4,220 

Percent 
reported 

79 

76 
70 
84 
77 

Plant and Equipment Expenditures of Foreign Aflliates. 
by Industry, 1964 

(Millions of dollars) 

Industry 

All industries 

Mining and smelting 

Reported 
data 

4,970 

341 
1,876 
2,311 

218 
224 

Esti
mated 
total 

6,118 

420 
2,000 
2,983 

328 
321 

Percent 
reported 

81 

81 
91 
77 
06 
70 

•Less than $500,000. ' West Indies excludes Cuba in 1003 

Reconciliation of Data on Capital Flows and Earnings 
by Industry, 1964 

(Millions of dollars) 

Data on capital flows and 
earnings 

Net capital outflow appear
ing in balonco of payments 
accounts , 

Less: 
Purchases of existing enter

prises and minority in
terests 

Retained branch profits 
Plus: 

U.S. flnancing, other than 
parent 

Other adjustments and re
sidual 1 

Equals: 
Net funds from U.S. 

(table 1) , 
Undistributed earnings of 

subsidiaries consistent 
with balance of payments 
accounting 

Plus; 
Undistributed earnings of 

minority interests 
Retained branch profits.... 
Other adjustments and 

residual 
Equals: 

Retained earnings as de
rived from table 1 

Total, 
speci
fied 

indus
tries 

Min
ing 
and 

smelt
ing 

1,824 

349 
107 

40 

1,460 

967 

274 
107 

116 

1,463 

2 
100 

-47 

19 

-41 

102 

131 
100 

-48 

286 

Petro
leum 

Manu
fac

turing 

- 2 

10 

736 

- 4 9 

996 

330 
0 

97 

11 

762 

014 

140 
6 

111 

1,171 

1 Includes sales to foreigners of equity Interests In existing 
afllllates. 

Price Changes 
{Continued from page 6) 

Uptrend in CPI continues 

From the first to the second quarter 
of 1965, the Consumer Price Index rose 
about % of 1 percent after seasonal 
adjustment, about double the average 
quarterly rise of the preceding year. 

Although the average level of prices 
was greater in the third quarter than in 
the second, the advance was very smaU, 
and indeed since late spring, the overaU 
level of consumer prices has been quite 
steady. 

The unusual spurt in prices this 
spring reflected mainly a sharp advance 
in food prices, particularly for meats, 
fruits, and vegetables; prices of these 
commodities have eased somewhat since 
early summer. 

Prices of nonfood commodities, which 
had been fairly stable through most of 
1964, rose an average of one-half of 1 
percent in each of the first two quarters 
of this year but feU back somewhat in 
the third quarter. In household dur
ables and new cars, part of the summer 
decline resulted from the excise tax 
reduction. Since the tax cuts, sea-
sonaUy adjusted prices of household 
durable goods have edged down further, 
whUe new car prices (through Septem
ber, just before the introduction of the 
1966 models) have shown no significant 
change, after aUowance for the usual 
seasonal influences. Used car prices, 
which rose contraseasonaUy at the time 
of the auto strikes early • last winter, 
have weakened steadUy this year and 
are now below the level of a year 
earlier. 

Prices of consumer services have 
continued to increase about as much 
as in recent years. Prices of transporta
tion, medical, and "other" services 
have risen a little more than the average 
for all services, and household services 
(excluding rent) somewhat less. 

Recent Financia l Deve lopments 
{Continued from page 13) 

such items in table 11 of the August 
SURVEY which accrue to the nonfarm, 
nonfinancial group of corporations; the 
items classified under "increase in 
physical assets" represent the portion of 
those of "gross private domestic invest
ment" (tables I and II of the August 
1965 SURVEY) which was purchased by 
this group of corporations. 

OBE is presently preparing a broad 
industrial breakdown of the sources and 
uses of funds of nonfarm, nonfinancial 
corporations. 
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